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OGC HAS REVIEWED. . S

17 April 1951

MEMORANDUM FORs TH® FILES

BUBIECTy Texes -~ Entertainment Deductions Zor Covernment D
ployees,

1, In the course of & recent conversstion with Nr, Sugsrmen
Special Assistent to the Cenersl Counsel of the Burcau of Intarnai
Revenue, T Indicated 1t was wy understending that the matber of
deduction for enterisinment expenses for Covernment employees had been
submi tted to his office. HKr, Sugarman could not locate the paertlculsr
case, but indicated that the question hed been considered before.

2+ In the following csses, expenses of entertainment were ac-
gepted s ded-ctions ageinst Pederal incowe tex sven though suoh ex-
penses were not reimbursable to the Federal employea:

gs Edwin T. Bollock, 10 BTA 1297 (This wes an American
Haval officer acting as the Covaernor of Amerlcen Samoa, enter-
taining vsriocus foreign officiels in the course of his duties)

b, John J, Ide L3 BTA 799 (This was & Buropean sgent of the
Netionel rdvisory Commitiee for Aercnautics, entorteining foreign
of ficlals)

¢s Rdwin R, Motch, Jr. 1} Tex Court 777, reversed 180 Pad 2d)
859 (I.7. LOL2 Cumlative 2ulletin 1950-1 p.33). (This wes ap-
parently &n Army procurement offiger entertaining wvarious purchesers.
Wnils the deduction wee ot [irst ellowed, it was reversed on the
bagls that g penersl deniel of this deduction, regardless of the
fectl, wos too brosd, The Cirguit Court spplicd the mors logical
sriteris of "ordipery end necessary." )

: de Howard Veit Tax Cowt Opinion Oct. 11, 1949 (Assistant
Chief of +*he Purchssing Boerd of Foonomle Weufare).

3, In the following csmes the Jeduction was not sllowsd on the
beeis that there w8 no relationship batween the entertainment and the
work {n which the employee was engeged:

memo
8, Donald B, ¥eCruden, BT /Peb. 7, 1938 (Smployec ongaged in
drefting reguletions for the SEC)

b, J. Warner P{m, Tax Court Memo Januery 30, 1950 (No de~-
teils of employment). '
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Mr, Sueermsn thourht that the deduction nirht possibly be
aceepi’tf;ble ;_i' éam accompenied by an indicetion from ﬁzsﬁhzjig of
tha Agoney thet the type of enterteirmment for which the de u: on
wet cleimed was undertaken with the knowledge and :xpp}*crvel of ;.:hﬁ) :
Agoncy end thet it wes nogessary to the performance o the ?mp oyea's
duties. {This approach, of course, is not zp-liceble lo cov;ggd )
perso nel whers 1dentifiation with the Agency must he Eanceg m‘m
Tn all events 1t woulcd seem that the most logical solugi.% woum
Agency recornltion of the =xpenses ag properly raimbursable. B
expense would then fsll within the peneral ruls, &nd 1f peymen 1
wos not made to the individual by the Agency, the dgctuctiom C:?;‘uthe
ba teken on the incoms tex without particular consideration of

nature of the sxpenge.
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